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CHAPTER ONE: INTRODUCTION 

Mayor's foreword and Executive Summary 

The annual report for 2011/2012 financial year is prepared in terms of section 127 
(2) of the Local Government Municipal Finance Management Act, 2003 (Act no. 56 
of 2003) read in conjunction with section 46 (1) (a) (b) and (c) of the Local 
Government Municipal Systems Act, 2000 (Act 32 of 2000). The Executive Mayor 
and/or Mayor of the municipality is required to prepare and table this report before 
Council together with accompanying financial statements, audit report and oversight 
report. 

At the beginning of our term of office we as political administration set the following 
as the key mayoral priorities to underpin our work: 

• Economic Growth Development and Job Creation 

• Access to basic services and Infrastructure Development 

• Community Development and social cohesion 

• Spatial Development and Sustainable land use management 

• Active Community participation and intergovernmental cooperation 

• Effective Accountable and clean government 

In deed we have together managed to record many challenges during 2011/2012 
financial year although challenges still remain going forward. 

The number of households that have access to piped water in the district have 
increased to 254 532 in 201 1 compared to 1 1 1 046 in 2001 . Therefore 75% of the 
households in the district have access to piped water. 

The number of households who have access to energy (electricity) have increased to 
226 677 in 2011 compared to 124 173 in 2001. This implies that 86% of the 
households in the district have access to electricity. 
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The number of households that receive refuse removal in the district have increased 
to 21 51 5 in 2011 compared to 1 0 335 in 2001 . 

With regard to sanitation provision, the number of households who have access to 
sewer borne sanitation have increased to 16 631 in 201 1 compared to 9 100 in 2001 . 

As a result of the rural nature of the district, the number of households who have 
access to pit latrines have increased to 220 226 in 2011 compared to 146 196 in 
2001 . Overall, access to sanitation is now standing at 92% in the district safe to say 
that we are aiming to provide sewer borne sanitation and Ventilated Improved Pit 
latrines as minimum as standards in the short to long term. 

Sekhukhune District Municipality cannot undertake all the enormous work of 
providing services alone, ours is to build and enhance social compact with labour, 
business and civil society. 

The municipality has established strategic partnerships with local mining companies 
(Modikwa Mine; Xstrata Alloys; Platinum Australia SA, Modikwa Mine) to augment 
our efforts of providing water to communities. Financial commitments have been 
made by the individual mining companies to roll out projects in identifies 
communities working jointly with the district. 

2011/12 financial year also saw the finalisation of the National Development Plan 
(NDP) for 2030 vision. As the district we have resolved to align our planning 
processes with this national imperative by adopting the vision enshrined in the NDP. 
In 2013/14 financial year we will localise the NDP in our own setting. 

The district has involved local communities and stakeholders during 2011/2012 in 
community participation that took various forms. The Integrated Development 
Planning (IDP) and Budget Processes for 2011/12 ensured that a programme was 
developed to visit specific villages. Mayoral Imbizos were also held at targeted 
villages to bring communities closer to matters of local government. We are pleased 
that attendance and interactions at these meetings has been truly meaningful. 
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The Municipality has established Sekhukhune Development Agency (SDA) in 
2010/1 1 and the Agency was in operational phase in 2011/2012 financial year. 

Feasibility studies were undertaken by the Agency in 2011/2012 and we remain 
hopeful that progress will be made in the ensuing years so that the Agency becomes 
the centre for economic development in the district. Towards the end of the 
201 1/2012 financial year, processes were put in place towards appointment of new 
board of directors for SDA. 

The challenges that remain for us require that both the administration and political 
structures work collaboratively to address them. We still need to accelerate 
expenditure on conditional grants as well as resolving issues around our immovable 
assets. We also commit to improve the audit opinion towards a favourable one. 

As part of efforts towards social cohesion and national building, the municipality 
carried out various initiatives and campaigns directed to vulnerable groups and none 
governmental organisations. Going forward, more programmes will be directed 
towards the marginalized groups such as the youth, women, children and people 
living with disability to build socially inclusive communities. 

In conclusion, this annual report reflects the path we have travelled, the tribulations 
faced and yet we remain focused and committed to ensure that in each financial we 
make improvements from previous challenges and create a better life for residents of 
Sekhukhuneland. We call upon all stakeholders inside and outside the municipal 
area to work with us to deal with the opportunities and challenges presented by the 
district. 

The monumental task of building a developmental local government requires the 
participation of all sectors of society. It is for this reason that going forward, our 
rallying call is to build social compact with business, labour and civil society towards 
a shared and sustainable development. 
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Municipal Manager’s overview 

The annual report for 2011/2012 financial year gives an honest account of the 
performance of Sekhukhune District Municipality and a series of events that shaped 
the path that was travelled during this period. There were areas where we did well 
and must be commended as well as areas where more work and effort need to be 
put into to ensure that we do succeed in our endeavours. 

In 2011/2012 financial year, the municipality spent R223, 5 million on infrastructure 
development especially for the roll out of water supply projects. The amounts relate 
expenditure on MIG (R218m); DWA Refurbishment (R2, 3m) and EPWP related 
incentives (R2, 7m). These expenditures have therefore ensured that during the year 
under review, 75% of the households in the district have access to water services. 

As part of improving water supply in areas where services are not available, we 
purchased five water tankers to augment the existing equipment so that our 
communities can benefit immensely. The Municipality has during the year under 
review developed green drop implementation plan to ensure the monitoring of quality 
of the drinking water. We have also developed a plan to deal with management of 
rural roads by participating in the Rural Roads Asset Management System and work 
is in progress. 

The revenue collection from businesses has increased by 20% during 2011/12 
financial year. The Municipality has improved on the turnaround time for payment of 
invoices for service providers and thus ensuring that small businesses that offer 
services are supported. We have updated our movable asset register in compliance 
with legislation and we will in the next financial year focus on immovable assets. 

The labour relations environment in the municipality has improved tremendously and 
we are continuing with Employee Wellness Programme for employees in distress. 
The recruitment and selection processes for new employees have also been 
streamlined to ensure that the institution can recruit the best in the labour market. 

On 21 April 2012 the municipality has facilitated the signing of Memorandum of 
Agreement with National Department of Water Affairs to deal with the relocation of 
38 households in De Hoop Dam and work is in progress. 
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An agreement has also been brokered with Bapedi ba Mamone tribal authority to 
make available 126 hectares of land for the proposed new municipal offices precinct 
in Jane Purse. The municipality is working very hard to assist small business and 
cooperatives with training, mentoring, production inputs and market linkages. 
Various cooperatives have benefitted from this programme during 2011/201 2. 

In order to establish a high performance culture, performance agreements for senior 
managers were signed during the period under review. 

The municipality does not exist in a vacuum; it is an integral part of the community. 
During 2011/2012, the Executive Mayor® Marathon was hold; Capacity building for 
managers and administrators in Netball and Rugby; Cultural Show at Ga-Mogashoa 
village. The municipality organised Fun Walk in Tafelkop where 430 sanitary towels 
were distributed to needy as well as hosting an Indaba for People with disabilities. 

Notwithstanding these achievements, many challenges still remain in front and 
ahead of us as follows: 

• Inadequate budget for operations and maintenance of water services 

• Dealing with immovable asset register to ensure that it is up to date 

• Weak partnerships between municipality and private sector regarding 
corporate social investments 

• Undertaking of Business Process Reengineering to align business processes 
with desired organisational structure 

• Separation of municipal entity (Sekhukhune Development Agency) from 
parent municipality 

• Expenditure on conditional grants remains a challenge 

The municipality has during 2011/2012 made key appointments for vacant positions 
as follows; Director Infrastructure and Water Services; Director Planning and 
Economic Development and further appointments will be made to strengthen the 
organisational machinery. 
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In conclusion, the 201 1/2012 financial year has been challenging and many lessons 
have been learnt into the future. The municipality will review areas where there were 
weaknesses so that going forward, we can only improve and achieve our vision as 
fiievelopment oriented leader in service deliveryo 
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Municipal functions 

The powers and functions of Sekhukhune District Municipality are determined in 
terms of the Constitution of the Republic of South Africa, 1 996 (Act 1 08 of 1 996) 
Schedule 4 Part B as follows: 


• Fire fighting 

• Local Tourism 

• Municipal Airports except for Ephraim Mogale and Elias Motsoaledi 

• Municipal Planning 

• Municipal Health Services 

• Municipal Public Transport 

• Markets 

• Municipal Abattoirs 

• Regional Land Fill Sites 

• Water 

• Sanitation 

Population and environmental overview 

1100000 
1080000 
1060000 
1040000 
1020000 
1000000 
980000 

year 2001 year 2011 



In 2001, the population of Sekhukhune District Municipality stood at 1 024 748 
compared to the 1 076 830 in 2011 census figures. This represents an increase in 
the population by 5% (52, 082 persons) in a ten year period. It can be observed from 
these trends that the population in the district is not growing and has only stabilised. 
The average population growth rate in the district is 1% per annum representing an 
increase in 5 208 people per year. 
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It is expected that by the year 2030, the population in the district will increase to 
1 281 427 which represents an additional 204 597 persons. The situation will remain 
so unless there are drastic events that occur in the district. 

The picture in the local municipalities in the district is depicted in the figure below: 
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The Municipalities of Ephraim Mogale, Makhuduthamaga and Fetakgomo seem to 
have lost population numbers when a comparison is made for the year 2001 and 
2011. On the other hand Elias Motsoaledi and Greater Tubatse Municipalities have 
gained population numbers. The factors that might have contributed to growth in 
population numbers are varied. 

In Greater Tubatse Local Municipality, the presence of mining developments coupled 
with retail development in Burgersfort and Steelpoort have attracted large population 
numbers based on employment opportunities presented. 

Elias Motsoaledi is located along a major provincial route (R 579) that connects 
Sekhukhune and Gauteng and Sekhukhune and Burgersfort. The Nil Road also 
connects Groblersdal with Marble and Middleburg making Elias Motsoaledi a 
strategic location for future residential and commercial activities. 

It can be assumed that the changes in population numbers that resulted in declines 
in Fetakgomo and Makhuduthamaga can also be attributed to varying factors. 
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Makhuduthamaga and Fetakgomo have very few employment opportunities and 
therefore in migration within the district as well as out migration to other areas might 
have contributed to loss in population numbers. Both municipalities also have 
challenges with regard to provision of quality engineering infrastructure and are 
predominantly rural. 

Service Delivery Overview 

The 2011-12 financial year has been challenging for Department of Infrastructure 
and Water Services. In the first eight (8) months of the financial year it was realised 
that only 25% of the Municipal Infrastructure Grant (MIG) has been spent. In April 
2012 the municipality appointed the Short Term Management Support in the form of 
Service Provider to turn around the situation and expedite expenditure on Capital 
Projects such as MIG, RBIG, RBIG Special and ACIP funds. Systems were therefore 
improved to improve expenditure during the last part of 2011/2012. Capital projects 
for 2012/2013 were also identified to ensure that there is progress made in 
2012/2013 financial year. 

Financial Health overview 
Assets 

During the 2011/2012 financial year, the assets for the municipality stood at R3,698,320,197 
compared to R3, 358,055,902 in 2010/2011 financial year. 

Liabilities 

The total liabilities for 201 1/2012 financial year stood at 422, 417, 825 compared to 
2010/2011 liabilities of R248, 814, 929. 

Net assets 

The net assets for 2011/2012 financial year stood at R3, 275, 902, 372 compared to net 
assets of R3, 109, 240, 973 in 2010/2011 financial year. 

Revenue 

For the 2011/12 financial year, the revenue realised by the municipality stood at R710, 865, 
985 compared to revenue realised in 2010/2011 financial year standing at R734, 408, 869. 
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Expenditure 

For the 2011/2012 financial year, expenditure in the municipality stood at R552, 542, 189 
compared to expenditure of R514, 155, 488 in 2010/201 1 financial year. This translates into 
a surplus of R158, 323, 796 in 2011/2012 and R220, 253, 381 in 2010/2011. 

Cash flow 

The cash flow for the 2011/2012 financial year was made up of equitable share of 
R330,877,000 compared to R274,263,867 in 2010/2011 financial year. Sales of 
goods and services contributed R31, 643, 370 of cash flow in the 2011/2012 
financial year as compared to R35, 543, 976 in 2010/2011 financial year. Grants 
have contributed to cash flow of R663, 529, 798 in 2011/2012 financial year 
compared to R687, 403, 713 in 2010/201 1 financial year. Interest earned contributed 
R1 3, 500, 056 in 201 1 /201 2 financial year compared to R1 0, 195, 812 in 201 0/201 1 
financial year of which the greatest part is made up of investments. 

The financial overview indicates broadly that the municipality can continue to operate 
as its assets far exceeds its liabilities. The picture also shows that the municipality 
still depends of grants overall and there is no substantial revenue coming from water 
services. 

Organisational Development Overview 
Auditor General's Report 

The Auditor General® report for 201 1/2012 is a Disclaimer. This means that there are still 
issues of major concern that the municipality must address going forward. 
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Statutory Annual Report Process 


No. 

Activity 

Timeframe 

1 

Consideration of next financial years Budget and IDP process plan. 
Except for the legislative content, the process plan should confirm 
in-year reporting formats to ensure that reporting and monitoring 
feeds seamlessly into the Annual Report process at the end of the 
Budget/IDP implementation period. 

July 

2 

Implementation and monitoring of approved Budget and IDP 
commences (In-year financial reporting). 

3 

Finalise 4^'^ quarter Report for previous financial year 

4 

Submit draft Annual Report to Internal Audit and Auditor-General 

5 

Municipal entities submit draft annual reports to MM 

6 

Audit/Performance committee considers draft Annual Report of 
municipality and entities (where relevant) 

August 

8 

Mayor tables the unaudited Annual Report 

9 

Municipality submits draft Annual Report including consolidated 
annual financial statements and performance report to Auditor 
General. 

10 

Annual Performance Report as submitted to Auditor General to be 
provided as input to the IDP Analysis Phase 

11 

Auditor General assesses draft Annual Report including 
consolidated Annual Financial Statements and Performance data 

September 
- October 

12 

Municipalities receive and start to address the Auditor Generals 
comments 

November 

13 

Mayor tables Annual Report and audited Financial Statements to 
Council complete with the Auditor- Generals Report 

14 

Audited Annual Report is made public and representation is invited 

15 

Oversight Committee assesses Annual Report 

16 

Council adopts Oversight report 

December 

17 

Oversight report is made public 

18 

Oversight report is submitted to relevant provincial councils 

19 

Commencement of draft Budget/ IDP finalisation for next financial 
year. Annual Report and Oversight Reports to be used as input. 

January 
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CHAPTER TWO: GOVERNANCE 

Political Governance 

Introduction to governance 

The municipal Systems Act 32 of 2000 defines Municipality as made-up by 
three components, namely, political, administrative and community. 
However the realities and demand of local government dictate that we 
cooperate with other spheres of government in our endeavour to deliver 
services. SDM values the contribution made by each of the four components 
towards forging a common developmental perspective. The Municipality 
recognizes that each component has a unique and strategic role to play in 
meeting the set service delivery targets. 


Introduction to political and administrative governance 

In terms of the Municipal Structures Act, the Council of the Municipality is 
the highest decision making body. The council appoints Accounting Officer 
who runs the day to day operations of the municipality on behalf of the 
council. 

Introduction to political governance 

In our resolve to enhance good governance and accountability, the 
Municipality adopted separation of powers model, marking a new 
dispensation in the history of Sekhukhune, which sees the legislative arm of 
council being separated from the executive arm. This is in line with the 
governance approach that seeks to put in place an independent oversight 
mechanism to ensure that democracy is deepened and that effective public 
service delivery takes place to benefit the communities of Sekhukhune. 
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This model will yield the following benefits: 

■ A structured and systematic co-ordination and management of the 
overall work of council and its committees; 

■ That council is used as a platform for improved quality and techniques 
of plenary debates on local issues requiring the attention of Council; 

■ Improved management of petitions processes and the Legislature® 
public participation programmes, as well as 

■ Strengthening Council® ability to make and review the efficacy of by- 
laws approved. 

Finally the decision to separate powers should be viewed within the context 
of seeking to achieve sound governance, accountability, representation and 
participation through clear delineation of powers and functions between the 
executive and legislative arms of Council. It ensures that the executive is 
held accountable for service delivery undertakings and shortcomings 
through an independent representative oversight body of the legislative arm. 

Thus, Council established section 79 committees to play oversight role and 
monitor the work of the executive and administration. The established 
committees are aligned to administrative departments of the municipality 
and are chaired by non-executive councillors. 

The Executive Mayor is the political head of the Institution and is assisted 
my Mayoral Committee. The Executive accounts to council on a regular 
basis on the work of the municipality. The speaker of the municipality is 
head of council and is responsible for management of council meetings and 
processes. 

The Municipality has established an Audit Committee which is also 
responsible for performance audit. The audit committee of the municipality 
provides opinion and recommendations on Annual Financial Statements 
before submission to Auditor General. 
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The Members of the Audit Committee are as follows: 

■ Mr. Moloto Mokwele (Chairperson) 

■ Mr. B. Mahlobogoane 

■ Mr. Mbulelo Mahonga 

■ Mrs. Dimakatso Manzini 

■ Mr. Mike Mohohio 

In line with legislation the District has established an oversight committee 
made up of non-executive councillors to provide an opinion on the annual 
report before tabling to council. The oversight report will be published 
separately as per the MFMA guidance. 

Political Structure 

EXECUTIVE MAYOR 

Cllr M.D. Magabe 


SPEAKER 

Cllr N.C Mathebe 


CHIEF WHIP 

Cllr M.J. Mathale 


MAYORAL COMMITTEE/ EXECUTIVE COMMITTEE 

Cllr. Lionel Seloane MMC Budget and Treasury 

Cllr. Mamahlako MMC Executive Mayor’s Office 
(Vulnerable Groups) 

Cllr. Kgoloko MMC Executive Mayor’s Office 
(Moral Regeneration, Traditional Leadership, 
HIV/AIDS and Arts and Culture) 
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Cllr. Mahio MMC Infrastructure and Waters 

Services 

Cllr. Lekola MMC Infrastructure and Waters 

Services 

Cllr. Nchabeleng MMC Corporate Services 

Cllr. Matlala MMC Planning and Economic 

Development 

Cllr. Mokoka MMC Community Services 


The total number of Councillors before the 18^*^ May 201 1 Local Government was 41 
with 17 as party representatives and 24 representing local municipalities. 

Councillors before 2011 elections 


COUNCILORS, COMMITTEES ALLOCATED AND COUNCIL ATTENDANCE 

Council Members 

Full Time / 

Part Time 
(FT/PT) 

Committees 

Allocated 

*Ward and/ or 
Party Represented 

Cllr Nchabeleng T 

PT 

Administration 

ANC 

Cllr Matemane W 

PT 

Community Services 

ANC 

Cllr MakitIa R.J 

PT 

Community Services 

ANC 

Cllr Manotwane R.R. 

PT 

Community Services 

ANC 

Cllr Mankwana M.E. 

PT 

Community Services 

ANC 

Cllr Matsepe C.D. 

PT 

Community Services 

DA 

Cllr Kekana K.N 

PT 

Budget & Treasury 

ANC 

Cllr Radigwana M.J 

PT 

Budget & Treasury 

AZAPO 

Cllr Masemola M.O 

PT 

Budget & Treasury 

ANC 

Clllr Matlala M.A 

PT 

Budget & Treasury 

ANC 

Cllr Sindane V.J. 

PT 

Budget & Treasury 

ANC 

Cllr Mampuru N.S 

PT 

Budget & Treasury 

ANC 
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COUNCILORS, COMMITTEES ALLOCATED AND COUNCIL ATTENDANCE 

Council Members 

Full Time / 

Part Time 
(FT/PT) 

Committees 

Allocated 

*Ward and/ or 
Party Represented 

Cllr Mampuru T.k 

PT 

Budget & Treasury 

ANC 

Cllr Phogole M.l. 

PT 

Budget & Treasury 

ANC 

Cllr Mokgabudi M.P. 

PT 

Budget 

Treasury 

and 

ANC 

Cllr Malaka M.S 

PT 

Budget 

Treasury 

and 

ANC 

Cllr Moetanalo 

PT 

Human Resources 

ANC 

Cllr Monama G.R 

PT 

Infrastructure 

Water services 

& 

ANC 

Cllr Nkadimeng S.M 

PT 

Infrastructure 

Water services 

& 

ANC 

Cllr Leshaba A.N 

PT 

Infrastructure 

Water services 

& 

ANC 

Cllr Mphahlele L.J. 

PT 

Infrastructure 

Water services 

& 

ANC 

Cllr Masemola MAS 

PT 

Planning 

Economic 

and 

ANC 

Cllr Modibetsane N.J 

PT 

Strategic 

DA 


After the 18^*^ May 2011 Local Government Elections, the number of Councillors 
stands as 48 with 19 being directly elected representatives and 29 being local 
municipalities representatives. 


Councillors after 2011 elections 


DIRECTLY ELECTED COUNCILLORS, COMMITTEES ALLOCATED AND 

COUNCIL ATTENDANCE 

Council Members 

Full Time / 
Part Time 
(FT/PT) 

Committees 

Allocated 

*Ward and/ or Party 
Represented 

Cllr Mathebe N.C 

FT 

Speaker 

ANC 

Cllr Magabe M.D 

FT 

Executive Mayor 

ANC 

Cllr Matlala R.M 

FT 

MMC 

ANC 
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DIRECTLY ELECTED COUNCILLORS, COMMITTEES ALLOCATED AND 

COUNCIL ATTENDANCE 

Council Members 

Full Time / 
Part Time 
(FT/PT) 

Committees 

Allocated 

*Ward and/ or Party 
Represented 

Cllr Seloane L.M 

FT 

MMC 

ANC 

Cllr Nchabeleng T.C 

PT 

MMC 

ANC 

Cllr Mahio S.A. 

FT 

MMC 

ANC 

Cllr Mamahlako P.M. 

FT 

MMC 

ANC 

Cllr Kgoloko M.L. 

FT 

MMC 

ANC 

Cllr Mokoka S.D 

PT 

MMC 

ANC 

Cllr Lekola M.F 

PT 

MPAC 

ANC 

Cllr Thamaga M.M. 

PT 

Community 

Services 

ANC 

Cllr Mabusa D.L. 

PT 

Community 

Services 

ANC 

Cllr Mathale M.J. 

FT 

Chief Whip 

ANC 

Cllr Sihlangu T.L 

PT 

Budget & Treasury 

ANC 

Cllr Mafefe H.O. 

PT 

Corporate 

Services 

ANC 

Cllr Makitia R.J, 

PT 

Community 

Services 

ANC 

Cllr Makuwa T.H 

PT 

Budget & Treasury 

AZAPO 

Cllr Mokwana L.W 

PT 

Infrastructure & 
Water 

COPE 

Cllr Tala D.L 

PT 

Infrastructure & 
Water 

DA 
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LOCAL MUNICIPALITIES REPRESENTATIVES IN THE DISTRICT 
(COUNCILLORS) 


Elias Motsoaledi 

CIr. Lepota; CIr. Tshoma; CIr. Matjomane; CIr. 

Malatji; CIr. Somo; CIr. Skosana; CIr. Marapi 

Makhuduthamaga 

CIr. Masemola; CIr. Makobe; CIr. Mokhabela; CIr. 
Makgoga; CIr. Malaka; CIr. Maitula; CIr. Thokoane 

Greater Tubatse 

CIr. Mamekoa; CIr. Maleka; CIr. Shai; CIr. Mashabela; 
CIr. Moropane; CIr. Thobejane; CIr. Kgwedi; CIr. Tau 

Ephraim Mogale 

CIr. Ratau; CIr. Mamogabo; CIr. Mahlobogwane; CIr. 

Esson 

Fetakgomo 

CIr. Phala; CIr. Moifo; CIr. Maisela 

Traditional Leaders 

Kgoshi Masha; Kgoshi Matlala Lehwelere; Kgoshi 
Mogashoa; Kgoshi Riba; Kgoshi Mathebe; Kgoshi 
Madihlaba; Kgoshi Rantho 


Municipal committees 


MUNICIPAL 

COMMITTEES 

PURPOSE OF COMMITTEE 

Corporate 

Services 

Plays an oversight function with regard to development and 
implementation of policies and procedures relating to 
organisational development, human resources management, 
Information Technology, Labour Relations, Employee Assistance 
Programmes, Occupational Health and Safety, Legal Services and 
Auxiliary Services 

Community 

Services 

Plays an oversight function with regard to development and 
implementation of policies and procedures in the areas of disaster 
management, fire services, environmental health services, 
emergency services, district AIDS Council, Regional Land fill sites. 
Air quality monitoring 

Planning and 

Economic 

Development 

The committee plays an oversight role on the development and 
implementation of policies relating to Spatial Planning, Land Use 
management, local economic development and Integrated 
Development Planning processes. 

Budget and 

Treasury 

The committee plays an oversight role with regard to development 
and implementation of policies and procedures that relate to 
revenue generation, expenditure management, assets 
management and generally implementation of provisions of the 


Annual Report 2011-2012 Sekhukhune District Municipality 


Page 23 




Final Draft 19 March 2013 


[ANNUAL REPORT 2011-2012 ] 


Municipal Finance Management Act, 2003 


Infrastructure 
and Water 
Services 


The committee plays an oversight role with regard to development 
and implementation of policies and procedures relating to 
implementation of new capital projects, operations and 
maintenance of water schemes, management of water services 
authority and provider roles as per legislation 


The Section 79 Committees are contributing effectively to the overall 


functioning of Council wherein they meet on a monthly basis. They receive 
reports from Members of the Mayoral Committee who make 
recommendations to Council for approval. On the basis of the Portfolio 
Committee recommendations Council is able to take decisions as the matter 


tabled by the Executive Mayor would have be reviewed by the Portfolio 
Committee to advice council appropriately. 


Municipal Public Accounts Committee 

The Municipal Public Account Committee (MPAC) was established by the 
SDM as a committee consisting of non-executive councillors to provide 
oversight and foster accountability on the effective and efficient utilisation of 
public funds. Members of MPAC in the year under review were constituted 
as follows: 

1 . CIr. M.M Thamaga (Chairperson) 

2. CIr. Malaka MS 

3. CIr.MoifoHK 

4. CIr. Thobejane M.D 

5. CIr. Mokhabela Q.E 

6. CIr. Maleka E.K 

7. CIr. Mokwana LW 

8. CIr.Tala DL 

9. CIr. Mafefe OH 

10. CIr. Thokwane M.J 
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Administration is from time to time called to account. MPAC reports are send 
directly to Council and wherein in cases of irregularities recommendations 
are made to Council for corrective action. 

Political Decision Making 

The District municipality has adopted a separation of powers model wherein 
Council is vested with the legislative authority and plays an oversight role on 
the Executive. The Executive on the other hand led by the Executive Mayor 
is responsible for execution and accounts to council on the implementation 
of council decisions. 

The decision making process starts with administration preparing 
reports/items for mayoral committee, followed by section 79 committees and 
ultimately council makes final determination. 

Administrative Governance 

The Management of the institution is entrusted with role of advising Council 
as well for the implementation of council resolutions. It is led by the 
Municipal Manager who is the overall Accounting Officer (AO). The 
Management is further complemented by line function Managers who are 
responsible for management of various municipal departments. 

The Management functions as a collective through regular monthly 
management meetings and accounts to the Executive through Mayoral 
Committee meetings. 

Top Administrative Structure 


MUNICIPAL MANAGER 

Maureen Ntshudisane acted in the 
position of Municipal Manager until the 
April 2012. 

Mapule Felicity Mokoko started in the 
position on the 1 May 201 2. 
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DIRECTOR: CORPORATE SERVICES 

Phakane Job Phahlamohlaka 

DIRECTOR: COMMUNITY SERVICES 

Abram Mangoato 

CHIEF FINANCIAL OFFICER 

Mpho Maepa acted in the position 
Esrom Selebalo acted in the position 
until the end of the financial year. 

DIRECTOR: PLANNING AND 

ECONOMIC DEVELOPMENT 

Bonqani Molefe acted in the position 
until the 31®* March 2012. 

Amos Temo Matjiya started on the 1®* 
April 201 2 as full time director. 

DIRECTOR: INFRASTRUCTURE AND 
WATER SERVICES 

Jackson Nkadimeng acted in the 
position until the 31®* March 2012. 

Mpoti Machaba started on the 1®* April 
2012 as full time director. 


ACTING DIRECTOR: EXECUTIVE 
MAYOR’S OFFICE 

Kgopelo Phasha 


Intergovernmental Relations 

The Intergovernmental Relations and Framework Act make provision for 
establishment of intergovernmental structures. Moreover, it makes provision for 
establishment of Intergovernmental Technical Support structures. Sekhukhune 
District Municipality has established Mayor® Forum as an Intergovernmental 
Relations Structure to deal with issues of common interest within the district. The 
Mayor® Forum is chaired by the Executive Mayor of the district and also attended by 
Mayors of the five local municipalities. 
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There are also two technical support structures that have also been established to 
support the Mayor® Forum namely the municipal managersoForum and Technical 
Clusters. There are four Technical clusters dealing with key Local Government Key 
Performance Indicators: 

• Planning and Economic Cluster 

The cluster deals with Spatial Planning; Land use management and Local 
Economic Development issues. 

• Infrastructure Cluster 

This cluster deals Water and sanitation, roads and storm water issues 

• Community Services Cluster 

The cluster deals with disaster management, indigent support, fire, health, 
social services, safety and security, sports arts and culture 

• Finance and Institutional 

The cluster deals with Budget and treasury; Performance management; internal 
audit and risk; Integrated Development Planning 

The Technical clusters are chaired by Heads of Department and the reports 
emanating from clusters are referred to Municipal Managers Forum. The Municipal 
Managers Forum then refers the reports to the MayorsoForum. These arrangements 
therefore ensure that issues that relate to common interest can be addressed 
speedily. 

Chapter three of the South African Constitution gives effect to cooperative 
governance and Intergovernmental relations. The three spheres of government in 
South Africa are independent and distinctive but functions in an integrated manner. 

In the spirit of the Constitution, the Sekhukhune District Municipality 
embraces inter-governmental relations and collaborations through various 
mechanisms such as inter-governmental foras and joint programmes. 

Our intergovernmental relations efforts have yielded positive results in 
number of service delivery areas. 
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In the year under review, we have participated in the following national 
forums and meetings. 

■ *lmplementation forum on outcome number :07(vibrant, equitable and 
sustainable rural communities and food security) convened by the 
Minister of Rural Development and Land Reform 

■ *Sekhukhune District Municipality forms part of 21 national wide 
district prioritized for Comprehensive Rural Development 

The Municipality has benefited immensely from attending the national 
forums convened by the minister around issues of rural development and 
land reform. 

Provincial Intergovernmental Structure 

In the year under review, Sekhukhune District Municipality participated in 
the following provincial led Inter-Governmental Relations Structures 

■ Premier Inter-Governmental Forum attended by the Executive Mayor 
and Municipal Manager which provides strategic direction in aligning 
the work of government in the province 

■ Governance and Administration Cluster attended by the Municipal 
Manager which interfaces with the work of the Provincial Executive 

■ Various Technical Working Groups focusing on the implementation of 
Limpopo Employment, Growth and Development Plan (LEGDP) 

■ Provincial Communicators Forum which focuses on enhancing 
communication between government, communities and social 
partners 

The Sekhukhune District Municipality has benefited a lot from attending 
provincial IGR structures as it gives the municipality an opportunity to plan in 
line with provincial priorities and objectives. Some of the interventions have 
resulted in tangible programmes and projects on the ground. 
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Relationships with municipal entities 

The District has established Sekhukhune District Agency (SDA), a special 
vehicle purpose for facilitation of high impact economic development 
programmes. 

The Agency has a board of directors which account to the Municipality and 
has appointed Chief Executive Officer to oversee day to day operations and 
business of the Agency. 

The district has opted for a shareholder compact model which regulates the 
relationship between the entity and the municipality. 

The board is constituted by individuals drawn from various sectors with 
diverse skills and expertise. 

The following Members Constitute the SDA Board during 2011/2012 
financial year: 

■ Mr D Makotanyane (Chairperson) 

■ Mr. T Nkadimeng 

■ Dr L Marepo 

■ Ms T Mankge 

■ Mr. A Mashabela 

■ Mr. P Mokgotho 

■ Mr. M Maphutha 
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District Intergovernmental Structure 

Sekhukhune District Municipality as a custodian of inter-governmental 
relations structures in the district has facilitated the establishment of the 
following forums for better coordination with the five local municipalities 

■ Mayors Forums which is a strategic political fora for all the six (06) 
mayors in the district and meets on a regular basis to provide overall 
governance leadership 

■ Speakers Forum which is constituted by all speakers in the district to 
share information and knowledge on how to conduct council activities 
as well as develop common perspective around issues of governance 

■ Chief Whip® Forum is a forum chaired by the district chief whip and 
includes all chief whips from local municipalities which meets on a 
regular basis to share experiences on developing common ground 
around issues of code of conduct for councillors and related issues 

■ Municipal Managers Forum which is a platform for all six municipal 
managers in the district to interact on a regular basis and provide 
administrative leadership to all municipalities in the district 

■ Inter-Governmental Relations Clusters which are inclusive of all the 
six municipalities in the district and meets on a regular basis to share 
experiences and strategies in various technical areas 

The district working together with the five local municipalities have been 

able to derive the following benefits from coordinated IGR efforts 

■ Minimize duplication of resources 

■ Encouraged local horizontal learning 

■ Sharing of scares resources 

■ Enhanced government cohesion 
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Public Accountability and participation 

Public meetings 

Municipalities are by law required to foster public participation and ensure its 
citizenry is engaged in matters of governance. Sekhukhune District 
Municipality places public participation and accountability at the centre of its 
work. The Municipality has adopted a communication strategy which 
encompasses an on-going public participation programme. 

Communication channels that were used to engage communities include; 

■ Monthly Mayoral Outreach Program 

■ Quarterly Council Imbizos 

■ Regular interactions and stakeholders engagement such as Mining 
communities, business formations, Non-Governmental Organisations 
etc. 

■ Monthly Internal newsletters and quarterly external newsletters 
publications 

■ Radio-Interviews with Executive Mayor and Members of the Mayoral 
Committee 

■ Inclusive IDP/Budget public participation programme 

In the year under-review, the Municipality managed to arrange 45 
IDP/Budget consultation forums reaching out to many villages and 
stakeholders never reached before. 

The Municipality also arranged annual State of the District Address (SODA) 
to provide a platform for the Council to account to the public on the affairs of 
the Municipality. 

The website of the Municipality is functional and updated on a regular basis 
especially the component where compliance issues have to be adhered to 
such as publishing of annual report, tenders, vacancies etc. 
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Ward Committees 

In terms of the Municipal Structures Act 117 of 1998, Ward Committees are 
established to enhance participatory democracy in local government. 

The Sekhukhune District Municipality working together with its five local 
municipalities managed to establish ward committees in all the 116 wards. 
However, in the year under review, ward committees in Sekhukhune have 
been able to deal with the following critical issues: 

The district working together with the five local municipalities launched ward 
committees in all the 116 wards in the district. Majority of our ward 

committees, 85% are functional with less than 15, around 15% being non- 
functional. In the year under review, the district supported Fetakgomo Local 
Municipality with financial resources to implement the new stipend 

guidelines for ward committees developed by SALGA. 

Working together with the district and local municipalities, ward committees 
in the district have been able to play a significant role in the following areas; 

■ Popularized local government elections; 

■ Sensitising the municipality on developmental challenges and 
pressures within local communities; 

■ Communicated government messages to the communities. 
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IDP Participation and alignment 


IDP Participation and Alignment Criteria* 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

Does the IDP have multi-year targets? 

YES 

Are the above aligned and can they calculate into a score? 

YES 

Does the budget align directly to the KPIs in the strategic plan? 

YES 

Do the IDP KPIs align to the Section 57 Managers 

YES 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

YES 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

YES 

Were the indicators communicated to the public? 

YES 

Were the four quarter aligned reports submitted within stipulated time 
frames? 

YES 


The IDP is the key strategic plan of the Municipality which articulates the 
delivery agenda of the Municipality as well as the commitment it makes to 
the communities. From the IDP one should be able to understand 
programmes that the Municipality seeks to deliver and it is thus necessary 
that such information be communicated to communities to assess when and 
if progress is being made. 

The above table thus indicates critical information that is contained in the 
IDP and whether it was communicated to the public or not. 

Corporate Governance 

For effective running of the organization and clean governance, the 
municipality in the year under review adopted number of policies, systems 
and procedures aimed at enhancing good corporate governance. 

Risk Management 

Risk Management is central to the strategic management of an institution, 
within SDM is also viewed as a strategic management process utilized in the 
methodological address of all risks that attach to operational activities 
undertaken for the achievements of institutional goals and objectives. 
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Primary to good risk management practice is the proper identification and 
treatment of risks through the development of practical and flexible 
mitigating measures in order to build resilience and ensure sustainability of 
operations 

Risk at SDM is assessed at the following different levels: 

■ Strategic 

■ Operational 

■ Processes 

Risk analysis process 

The process followed a workshop format where each department was 
represented by a director and immediate reporting managers representing 
the different divisions/units. 

Various methods are available for assessment of risks, we at SDM utilized 
the scenario planning method in the identification and assessment of risks 
as it is a proper tool to assist in the systematic thinking about the future and 
its uncertainties. Scenario planning assisted our process as it augmented 
our risk assessment process and broadened our scope. 

Top Five Priority Risks for SDM 

■ Lack of Access to Land 

■ Low Investor Confidence and Outward Migration 

■ Lack of Social Cohesion and Disempowered Communities 

■ Poor Service Delivery 

■ Fragmented Approach to Government Interventions. 

A Risk Management Plan has been developed to address these risks. 
Furthermore, a Risk Management Committee comprising of all departmental 
heads has been established to constantly manage the implementation of the 
Risk Management Plan. 
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Anti-corruption and fraud 

The Municipality takes cognizance of the danger posed by fraud and 
corruption in its quest for service delivery. To this end, our internal audit and 
risk management units have been instructed to incorporate issues of 
combating fraud and corruption. 

Anti-fraud and corruption strategy has been adopted by council and 
popularized to stakeholders. Through the assistance of the Premier® office, 
the district is in the process of finalizing the establishment of anti-fraud and 
corruption hotline. 

Working together with law enforcement agencies, we have managed to 
bring to uncover and expose number of fraudulent activities and such cases 
are receiving undivided attention from the municipality. 

Supply chain management 

■ The council of SDM has adopted Supply Chain Management Policy 

which is reviewed annually together with IDP/Budget. The policy is in 

line with MFMA Provisions as it makes provision of establishment of 

three (03) procurement committees, namely. Bid Specification, Bid 
Evaluation and Bid Adjudication Committees. The members of the bid 
committees are periodically changed as a control measure. 

■ The SCM policy of SDM as approved by council is line with section 
217 of the Constitution of the Republic of South Africa 

■ Through implementation of SCM policy, local communities and small 

/emerging businesses have benefited through preferential 
procurement and resulted in greater transparency and openness 

By-laws 

By-Laws are developed to regulate provision of services and maintaining of 
public order. 

In the year under review, the SDM Council has approved the following By- 
Laws: 
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• Emergency Services By-Law which provides for the regulation of 
Disaster Management, Fire Fighting and related environmental 
issues 

• Water and Sanitation By-Law which provides for issues relating to 
provision of water and sanitation services, yard connections, terrific 
payments and related issues 

• Sekhukhune Development Agency (SDA) By Law which makes 

provision for the establishment of municipal entity in the of 

economic agency 

The By-Laws underwent intensive public participation process which 
included; community Imbizos in all local municipalities, public notices, and 
communiques sent to traditional authorities, radio and newspaper adverts. 

The By-Laws will be enforced through regular monitoring by the municipality 
working together with law enforcement agencies such as South African 
Police Services and Municipal Traffic Officers. 

Furthermore, a Section 80 Committees on Justice, Peace and Security 
headed by the Executive Mayor has been established to co-ordinate with 
law enforcement agencies around broader issues of peace, safety, security 
and the enforcement of by-laws. 

Websites 

The website was from an IT perspective up 100% of the 2011/2012 financial year. 
From a content management perspective the website was only updated on an ad- 
hoc basis during 201 1/201 2 and the following challenges occurred: 

1 . ) No official agreement with service provider was in place. 

2. ) No dedicated official to attend to the website. 

Plans to improve content management in 2012/2013 are as follows:- 

1 . ) To appoint a service provider or to sign an agreement with the existing service 

provider. 

2. ) The function of content management was shifted to the Communication Unit 

who are responsible for marketing and branding of the Sekhukhune District 
Municipality. 
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3.) The website to be redesigned to be a content management system which will 
cut out all 3'^^ party dependencies which in the past caused delays in the 
publishing of content. 

Research has been done on products who will offer the following to the 
communities:- 

Touch-screen kiosks that can be used for inter alia the following: 

Customer Complaints 
Customer Compliments 
Customer Comments 
General Survey Interaction 
Information Centre 

Promoting the wide variety of services you provide with details of how to 
access these services. 

Surveys and questionnaires that provide real time feedback from your 
citizens on the services you offer. 

Reduce pressure on reception services by answering frequently asked 
questions via a queue busting touch screen interface. 

Widen your reach by utilising local retailers to pro-actively spread your 
messages where your citizens are, instead of waiting for them to come to 
you. 

Publicise new government initiatives. 

Support local retailers by giving them additional footfall. 

Help bridge the digital divide. 

Public Satisfaction on municipal services 

The Sekhukhune District Municipality conducted annual customer 
satisfaction survey which revealed that majority of citizens in Sekhukhune 
are reasonably satisfied with provision of services by the municipality. 

In between the year the municipality has a dedicated customer care unit 
which processes day to day community complains and monitor adherence 
to Batho-Pele principles by municipal officials. 
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Batho Pele Forum as a platform to engage with government service points 
to assess the delivery of services 

The municipality has put suggestion boxes in all its offices for members of 
the public to make comments and inputs on the level of services as well as 
criticise where things are not going well. 

■ Premier Hotline and Presidential Hotline 

■ Number of Queries received and addressed 

■ Challenges in addressing queries as raised by communities 


CHAPTER THREE: SERVICE DELIVERY 

Basic Services Performance 
Water Provision 
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In 2001, 111 416 households had access to piped water compared to 254 532 in 
201 1 . The number of households that have access to piped water in the dwelling and 
yard has increased from 39 779 in 2001 to 105 872 in 2011 which represents an 
additional 66 093 (62%) of total households having access to piped water in the 
dwelling and yard in 201 1 . 
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The number of households that have access to piped water within and outside the 
200m (community stand) have increased from 71 637 in 2001 to 148 660 in 2011. 
The increase represents 52% of the total households that have access to piped 
water in communal stand in 201 1 . 


Electricity 



In the year 2011, 226 677 households have access to electricity compared to 124 
173 in 2001 . The number of households using candles have dramatically reduced to 
33 227 in 201 1 compared to 60 762 in 2001 . There is a slow pace for use of solar 
energy as depicted by numbers that only 1 103 households are using solar in 201 1 
compared to 381 households in 2001. The number of households using paraffin is 
declining drastically from 8 498 in 2001 to 1 650 in 201 1 . 

The figures above imply that access to electricity in the district has increased and 
there are very few households that do not have access to the grid. Almost 86% 
(226 677) households have access to electricity compared to 1 4% (36 376) 
households that are using alternative energy methods. In areas where electricity has 
not been provided, it has to do with post connections and new settlements that 
emerged after 1994. The only issues that need to be resolved relate to capacity at 
substations and maintenance of electrical infrastructure in the district. 
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Waste Water Provision (sanitation) 



flush toilet flush toilet chemical pit latrine pit latrine none 
sewer septic toilet VIP no VIP 


■ 2001 
■ 2011 


In 2001, 9 100 households had access to flush toilets connected to sewer as 
compared to 16, 631 in 2011. The number might have been increased due to new 
developments in urban areas resulting in new housing developments. There is also 
an increase in the number of households that are using on site flush sanitation 
systems (septic tank) from 1 597 in 2001 to 3 200 in 201 1. These systems are not 
environmentally friendly and may affect the quality of borehole water where they are 
located. 

The number of households using pit latrines have increased from 146 196 in 2001 to 
220 226 in 201 1 . This is because many of the households still reside in the rural 
areas where sewer borne sanitation is not available. Almost 85% (222 502) 
households use pit latrines compared to 7% (197 32) that are using flush toilet 
connected to municipal sewer or septic tank. The number of households that have 
no access to toilets stands at 8% (20 833) in the district. 
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Waste Management (Refuse) 



removed by local removed by local communal refuseown refuse dump no rubbish 
authority once a authority less dump disposal 

week often 


The number of households whose refuse is removed local authority or private 
company once a week has increased from 10 335 in 2001 to 21 515 in 201 1. The 
number has therefore doubled in a decade. There is still a large number of 
households that still make use of their own refuse dump on site as reflected in 201 1 
that there are 199 949 households compared to 146 371 in 2001. The number of 
households using own and communal refuse dumps in therefore increasing. 

At least 91% (240 589) households are using communal and own refuse removal 
systems compared to 9% (23 212) that rely on municipality and/or private company 
once a week refuse removal services. The implication is that municipalities in the 
district must consider increasing access to refuse removal services where it is 
possible. 

Local Economic Development 
SMME's development 


SMMEs capacity Building 

A total of 253 SMMEs were offered training on various business skills during the 
financial year 2011/12. During the first quarter 12 SMMEs were trained on Computer 
Literacy for small businesses, 44 SMMEs were trained on financial management, 1 
cooperative with 35 members was trained on Business Management. 
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During the second quarter, 40 SMMEs were trained on various business 
management skills, quality assurance and financial management skills. In the fourth 
quarter,176 SMME's trained on financial management. 

Two primary cooperatives projects were allocated mentors to provide mentorship on 
production management and business management. 

Market linkages (Seminars, Exhibitions and Expo) 

A total of 42 SMMEs were linked to various marketing podium, seminars and expos 
in order to generate sales and obtain general information on government institutions 
that offer support to small business. A total of 6 Exhibitions and flea markets were 
organised for the SMMEs to participate in. 

During the first quarter SDM together with Takuwa Events organised a fashion show 
were 13 fashion designers showcased their different design in traditional and 
contemporary wear. 9 Fashion designers who won in the different categories 
continued to participate at Provincial Women Empowerment Show in Polokwane. 3 
Fashion Designers who won prizes continued to participate at Female Entrepreneur 
of the Year organised by Dept, of Agriculture. 13 SMMEs were identified and 
participated at a flea market / exhibition in Fetakgomo Local Municipality. 14 SMMES 
participated at a Flea Market at Ephraim Mogale LM. In the second quarter 2 
SMMEs participated at the SA Handmade Collection and Exhibition. 

Provision of production equipments / inputs (Ga Mokgotho Atchaar 
Processing) 

Production equipment in the form of Atchaar making machinery with a mixer was 
procured for the cooperative. This machine will enable the cooperative to process 
Atchaar at massive speed and economies of scale will be achieved. 
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Farmer support and agricultural development 

Provision of production inputs 

Five agricultural cooperatives with 150 members were supplied with production 
inputs such as seeds, fertilizers and chemicals as part of 'A re Boeleng Mashemong' 
program. During the second quarter Rahlagane Table Grape Project was identified 
and supported with fertilisers. Four (4) agricultural cooperatives with 141 members 
were identified at Zaaiplaas(Sehlakoane) as part of 'A re Boeleng Mashemong 
program and supported with production inputs (i.e. seeds, chemicals). In the fourth 
quarter, 3 projects have been provided with after care to ensure their survival beyond 
their funding period. 


Facilitate and organize market exposure trips 

Two Secondary Cooperatives and One Primary Cooperatives were taken for 
exposure trips in order to expose them to the market and the mechanised 
operations. In quarter one,Todi Ya Lebowa Agricultural Cooperative was taken to 
Halewood International Gauteng Apex to the processing of the Agave Sisilia plant. 

In quarter two, two secondary cooperatives were identified which are Sekhukhune 
Poultry Secondary Cooperative and Sekhukhune Vegetable Secondary Cooperative, 
were taken to market institutions identified as Hd-luck abattoirs in kzn and Jhb fresh 
produce. 


Livestock housing 

Nala Poultry was supported with the construction of 2 broiler houses. 
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Agro Processing units 

Facilitation process of the establishment of Agro-processing units unfolded and the 
Land has been secured for the 3 agro processing units (Milling, Chicken Abattoir and 
Vegetables Pack house) from the Tribal Authority and the Environmental Impact 
Assessment was conducted on the three sites. 

During quarter one; Land was secured for the 3 agro processing units. Both at 
Phokoane Tribal Authority and Dichoeung Tribal Authority respectively. In quarter 
two, Land for the three projects was secured at Dichoueng and Phokoane Traditional 
councils. SEDA appointed three service providers to conduct Environmental Impact 
Assessment on the three sites 


CHAPTER FOUR: ORGANISATIONAL DEVELOPMENT 
PERFORMANCE 

Organisational Development Performance 
Performance Report 


Department of Planning and Economic Development 


PERFORMANCE 

AREA 

MAJOR PERFORMANCE 
HIGHLIGHTS FOR 2011- 
2012 

MAJOR 

CHALLENGES FOR 
2011-2012 

MAIN PLANS 

FOR 2012-2013 

Local Economic 
Development 

Assisted local cooperatives 
and self-help projects with 
training, mentorship, 
production inputs and 
linking with markets 

Financial 

sustainability of the 
projects still a major 
challenge and 
securing of markets 
for products still a tall 
order 

Assist other 
cooperatives and 
self-help projects 
with production 
inputs and building 

Spatial Rationale 

Facilitated signing of 
memorandum of 
agreement between 
Department of Water 

Affairs and Sekhukhune 
District Municipality that 

Legal challenges 
resulting from 
community 
dissatisfaction with 
the relocation 
process 

Plans are in place 
to coordinate 
community 
engagement 
meetings and 
liaison with other 
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will pave a way for 
relocation of 38 
households in De Hoop 

Dam 


critical 

stakeholders 


Surveyor General Diagram 
for Jane Purse Municipal 
offices was completed for 
the 126 hectares of land 

There is a need for 
more clarity on the 
integration of office 
space with 
integrated 
sustainable human 
settlements concepts 

Work 

collaboratively with 
Provincial 
Department of 
Cooperative 
Government 

Human 

Settlements and 
Traditional Affairs 
and other players 
to address 
outstanding 
matters 

Integrated 
Development 
Planning and 
Performance 
Management 

Performance agreements 
aligned to SDBIP were 
signed for senior 
managers 

The SDBIP’s were 
not measurable and 
resulting in 
difficulties during 
performance reviews 

Ensure that 
credible SDBIP is 
development and 
that performance 
measures are 

credible 


Department of Community Services 


PERFORMANCE 

AREA 

MAJOR PERFORMANCE 
HIGHLIGHTS FOR 2011- 
2012 

MAJOR 

CHALLENGES FOR 
2011-2012 

MAIN PLANS 

FOR 2012-2013 

Health services 

1. Air Quality 

I.No sufficient 

1. Air Quality 


Management and Weather 

monitoring on 

Monitoring and 


Station installed 

Talafatsa Ga- 

Weather Station 


2. 591 trees planted for 

Sekhukhune 

operating( July 


Talafatsa Ga -Sekhukhune 

campaign due to 

report available) 


3. Three community 

staffing 

2. Mhs bylaws 


cemeteries fenced and 

2. Not enough MHS 

consolidated and 


upgraded 

awareness 

send for Council 


4. District Health Council 

campaigns due to 

approval 


visits to health facilities 

staffing 

3.Cemeteries and 


report 

3. Poor m & e on 

Landfill sites 


5. District Aids Council 

cemetery fencing 

handed over to 


Events took place 

and upgrading 

Locals after 
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successfully. 

4. No proper project 
handing over due to 
lack of correct format 

5. Some LAC, s were 
not functioning 
properly 

1. Operationalisation 
and management 
service provider not 
appointed to manage 
the AQM Equipment 
installed. 

2. The budget for 

MHS awareness 
campaigns reduced . 

3. The Envisaged 
Staffing did not take 
place to enable the 
division to function 
effectively and 
efficiently. 

4. Delays in approval 
for supply chain 
processes and to 
appoint SP e.g 
cemeteries and 
trees. 

5. The community 
Services department 
is still without 
communication tools 
e.g. telephones and 
e-mails. 

meeting AG for 
clarifications 

4. Community 
Services Cluster 
Meetings are being 
held monthly 

5. Community 
Services Portfolio 
Committee 

Oversight 
monitoring was led 
to selected 
projects 

6. District health 
and Aids Councils 
workshop 
conducted 
successfully 

7. Local Aids 
Councils 
revitalized 

8. District "world 
Aids Day" 
commemoration 
held successfully. 

Sports Arts and 
Culture 

Successfully hosting the 
Following events: 

Executive Mayor’s 
Marathon -22/10/2011 at 
Praktiseer (Greater 
Tubatse). Cultural Music 
Show -29/10/2012 at 
GaMogashoa Manamane 

Unable to host the 
Executive Mayor’s 

Cup due to 
insufficient Funds. 

Hosting events in 
partnership with 
stakeholders. 
Programmes 
reinforcement: 

1. Elderly games 

2. Language 
Promotion 
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(Makhuduthamaga) and 
Instrumental Music 
Festival - 12/05/2012 at 
Praktiseer (Greater 
Tubatse). Getting the 
Hlogotlou Stadium 
Feasibility Study Report 
-23/03/2012 (Elias 
Motswaledi L. Municipality) 


3.Sport, Arts and 
Culture Indaba 

4. Executive 

Mayor’s Events 

5. Capacity 

Building in Sport 
and Arts and 

Culture. 

Emergency 

Management 

Services 

1. Completion of the 

201 1/12 first quarter 
Fire fighterl class 
of 18 students. 

Lack of funds for 
procuring water 
rescue equipment. 

2 classes 
conducted in the 
Training Academy 


2. Arrive Alive official 
launching. Festive 
Arrive Alive 
campaigns were 
held. 

Insufficient funds to 
run an effective 
campaign 

2 Seasonal 
Campaigns held 
(Easter and 

Festive 

Campaigns) 


3. Fire equipments 
were serviced 

Insufficient funds to 
service and repairing 
of 6 skid-units 

100%ofEMS 
Equipments 
serviced (as and 
when required) 


4. Simulators 
Containers have 
been procured and 
delivered 

Containers have not 
been partitioned 

Containers to be 
partitioned 


Department Office of the Executive Mayor 


Performance 

Area 

Major performance 
highlights for 
2011/2012 

Major 

challenges for 
2011/2012 

Main plans for 
2012/2013 

Special 

programmes 

Held Women in business 
seminar, Awareness 
campaign on access to 
justice system. Fun walk 
for women and 430 
sanitary towels raised for 
the needy children. 
Renovated centre for the 

Lack of staff to 
implement other 
projects 

Awareness 
campaigns for 
people with 
disability. Women 
development in 
business through 
seminars. Career 
exhibition for grade 
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aged at Tafelkop & 


12 learners. 


Sekhukhune Care for 


Career expo for 


people with disability 


out of school 


centre at Schoonoord. 


learners. 


Indaba for people with 


Celebration of 


disability was successfully 


Mandela Day 


held. Awareness campaign 


through 67minutes 


for eye care with Ga-Moloi 


of community 


creche in partnership with 


services. Have 


St.Ritas Hospital held. 


policies for all 
focus areas 




adopted through 
all Council 




processes. 


Department Infrastructure and Water Services 


Performance 

Area 

Major 

Performance 
highlights for 
2011/2012 

Major 

challenges for 
2011/2012 

Main plans for 
2012/2013 

Water services 

Acquired 5 extra Water 
Tankers to enhance Service 
Delivery in areas without 
reticulation services. 

Late start on Projects 
Implementation that led 
to loss of grant funding. 

• High Senior Staff 
Turn-over. 

• Projects 
Implementation Plans 
in place. 

• Inter- 
departmental and IGR 
meetings established. 

Sanitation 

services 

• Developed a Green 

Drop Implementation 

Plan. 

• PDR for the upgrade 
and development of 
Burgersfort WWTWs. 

• Late start on 

Projects 

Implementation that 
led to loss of grant 
funding. 

• High Senior Staff 
Turn-over. 

• Projects 
Implementation Plans 
in place. 

• Inter- 
departmental and IGR 
meetings established. 

Infrastructure 

Services 

• RRAMS Plan developed 

• Developed O&M TAS. 

• Roll-out of RRAMS 
delayed. 

• Roll-out of TAS 
delayed. 

• O&M Budget 
constraints 

• Developed RRAMS 
Implementation 

Plan. 

• TAS being rolled- 
out. 

• Employment/ 
Engagement of 

Term Contracts. 
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Department of Corporate Services 


Performance 

Area 

Major Performance 

Highlights for 201 1/2012 

Major challenges for 

2011/2012 

Main plans for 
2012/2012 

Labour 

Relations 

Improved labour relations 

Poor administration of 

human resources 

development portfolio 

Enhance the human 
resource development 
port folio 

Employee 

Assistance 

Improved employee 

assistance 

Inadequate 

compliance to 

Occupational Health 

and Safety Act 

Ensure compliance to 
occupational health 
and safety 

Human 

Resources 

Streamlined recruitment 

and selection processes 

Slow process of 

business process re- 
engineering 

Finalise business 

process 

reengineering 


Cumulative Performance Report SDBIP 2011/2012 


Risk management 

• 

Risk management survey was undertaken focusing on 
strategic, operational, contracts and projects risk 


• 

Risk reporting was undertaken and first quarter report 
submitted to management and audit committee 

Infrastructure and Water 

• 

1 260 households supplied with Ventilated and Improved Pit 

Services 


latrines 


• 

Sterkfontein Luckau phase 6 water project 100% completed 
at R7,4 Million 


• 

Nkadimeng Bulk water supply completed at R25,7 Million 


• 

Flag Boshielo Package plant completed at R5 Million 


• 

Supplied water through tankers at Rl,8 Million 

Internal Audit 

• 

Developed three year and annual rolling plan 


Annual Report 2011-2012 Sekhukhune District Municipality 


Page 49 



Final Draft 19 March 2013 


[ANNUAL REPORT 2011-2012 ] 



• Performed consulting and advisory services on systems and 

processes 

• Internal audit manual developed and approved 

• Audit committee sittings held 

Corporate services 

• 23 interns were placed 

• 2 mentorship training interventions implemented 

• 10 experiential leaners were placed 

• 70% reduction in personnel suffering from substance abuse 

and referred to rehabilitation centres 

• Referral guidelines developed 

• Employee wellness; 16 awareness campaign held ; wellness 
day event held; 2 partnerships established with medical aids 

• 4 labour relations publications issued 

• 90% of network maintained 

• 100% legal matters attended to 

Community services 

• 492 trees were planted against the target of 200 

• Executive Mayor's marathon held 

• Capacity building for 100 level in Netball and soccer and 
Umpires and Referees 

• Feasibility study for upgrading of Fllogotlou stadium done 

Budget and treasury 

Supply Chain Monthly reports developed 

Section 71 reports developed and submitted 

Section 52 reports developed and submitted 

Quarterly reports on assets verification developed 

Office of the Executive 

Mayor 

Six youth programmes supported 

Mandela day celebration held 

Support to selective tribal authorities undertaken 

4 quarterly mayoral outreaches held (Ga-Riba and Dichoeung) 
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Imbizos at GaPhaahIa, Masemola and Praktiseer held 

IDP/Budget consultation in the locals were held 

Provincial communicators forum held 

District communicators forum held 

Planning and Economic 
Development 

Adopted 2011/2012 IDP/Budget 

Land use application management system developed 

4 land use applications processed 

Organisational performance management system undertaken 

Signed performance agreements for section 56 managers (senior 
managers) 

District turnaround strategy developed 

Annual report for 2010/2011 developed 


Introduction to Municipal Personnel 

Human Resources Unit is a division that falls under the Corporate Services 
Department. It plays a critical role in the Organisation in respect of talent attraction, 
leave administration, payroll. Employment Equity, HR Resources information 
management system and HR policy development. It largely reinforces the white 
paper in HRM which requires Human resources in Public Sector (including Local 
Government) to be managed, utilized and maintained efficiently and effectively. This 
approach would allow Sekhukhune District Municipality to manage within nationally 
defined parameters its own employees. 


Employees Totals, Turnover and Vacancies 

Total number of Employees, Staff turn- over and Vacancies 

As per Organizational structure of the 2011/201 2, 930 Posts were filled. This means 
that the total number of personnel is 930 as the end of June 2012. In terms of the 
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Vacancies, there are 119 vacancies that are identified. However not all the 
vacancies are critical in terms of the business of the Municipality. In respect of the 
analysis made, it was realized that there are only 45 essential and critical posts that 
should be filled pending an outcome of the business process reengineering. 

The Accounting Officer has already approved the advertisements of the Posts of 
Artisan Plumber, Electro-Mechanic manager. Contract management Officer and 
Water plant Operator (02) only. 


A breakdown of the Posts in the Organisation is reflected in the table below; 


Name of 

Department 

Number 

M 

F 

Executive Mayor® 
Office 

19 

12 

7 
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Office of the 

Speaker 

15 

8 

7 

Municipal 

Manager® Office 

12 

7 

5 

Corporate Services 

55 

27 

28 

Budget & Treasury 

54 

28 

26 

Planning 

11 

7 

4 

Community 

Services 

66 

51 

15 

Infrastructure/Water 

57 

41 

16 

Fetakgomo Region 

38 

24 

14 

Makhuduthamaga 

76 

47 

29 

Elias Motswaledi 

104 

69 

35 

Tubatse 

101 

62 

39 

Ephraim Mogale 

62 

43 

19 

Excess Employees 

71 

41 

30 

Pump Operators 

189 

130 

59 

TOTAL 

930 

597 

333 


VACANCY RATE 201 1/12 


Designations 

Total Approved Posts 

Vacancies 

Variances 

Municipal Manager 

1 

0 

0% 
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CFO 

1 

1 

100% 

Section 57 Directors 

6 

1 

16% 

Fire Fighters 

77 

17 

22% 

Senior Management 

55 

10 

18% 

Senior Management 
Finance 

13 

1 

7.7% 

Highly Skilled 

Supervision 

103 

34 

33% 

Highly Skilled 

Supervision Finance 

36 

6 

16% 


Turn-Over Rate 


Details 

Total Appointments 
during Financial Year 

Terminations During 
Financial Year 

Turn -Over Rate 

2011/12 

29 

30 

97% 


However not all the vacancies are critical in terms of the business of the Municipality. 
In respect of the analysis made, it was realized that there are only 45 essential and 
critical posts that should be filled pending an outcome of the business process 
reengineering. 

An Accounting Officer has already approved the advertisements of the Posts of 
Artisan Plumber, Electro-Mechanic manager. Contract management Officer and 
Water plant Operator (02) only. 


Managing the Municipal Workforce 
HR Policies, Plans and Strategy 

Policy is important in managing organisations. It provides direction and boundaries 
for the organisation® approaches. It also clarifies and clears actions of both 
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employees and management. HR policies are implemented daily in the Organisation 
and they are guide by the SALG BC Agreements and various pieces of legislations 
applicable to Local Government Sector. This is done efficiently because legislative 
compliance is the pillar of good governance. In this financial year, these policies are 
undergoing rigorous review process so that they are aligned to national standards. 

The Unit is reporting annually to the Department of Labour in Polokwane in terms of 
EE report whereby the Component is responding to progress registered in terms of 
both the numeric targets and goals as indicated in the three year cycle of 
Employment Equity plan of the Municipality. Hence a need to stress the importance 
of WSP in order to empower the designated groups in the Municipality in the context 
of Employment Equity. 

There are perennial challenges in terms of the implementation of the retention 
strategy. However, it is important to underscore the importance of the 
implementation of the strategy in order to reduce the staff turn -over in the 
Organisation. 


Injuries, Sickness and suspensions 


NAME OF 
EMPLOYE 

E 

AG 

E 

OCCUPATIO 

N 

TYPE 

OF 

INJURY 

DATE OF 
INJURY 

INTERVENTIO 

N 

SAFETY 

MANAGEME 

NT 

STRATEGY. 

1.Mr 

Mabena 

Patrick 

38 

Fire fighter 

Burn by 
chemical 
s on his 
feed 

27/07/201 

2 

Transported to 
the doctor for 
medical 
treatment. 

To apply 
planned task 
observation for 
every task 
they will be 
doing. Work 
safely, by 
applying all 
safety 
measures 

2.Mr 

Nkabinde 

Stephen 

34 

Fire fighter 

Burn to 
right arm 
and 
head. 

27/07/201 

2 

Transported to 
the doctor for 
medical 
treatment. 

Planned Task 

Observation 

(PTO) 

3.Mr 

Mokoo M. 
Desmond 

30 

Fire fighter 

Abrasion 

balat 

lower 

leap/ 

eye. 

19/1 2/201 

1 

Transported to 
the doctor for 
medical 
treatment. 

PTO 

4 .Ms 
Malepe 

B. Virginia 

39 

Fire fighter 

Eye 

brow 

multiple 

19/12/201 

1 

Transported 
to the doctor 
for medical 

PTO 
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abrasion 


treatment 


5 .Ms. 

Selala L. 
Letty 

33 

Fire fighter 

Multiple 

abrasion 

swelling. 

19/12/201 

1 

Transported to 
the doctor for 
medical 
treatment. 

PTO 

6. Mr 

Malefahio 

Michael 

53 

Operator 

Soft 
tissue 
injury on 
his left 
knee, 

10/07/201 

1 

Transported to 
the doctor for 
medical 
treatment. 

PTO 


In the year under review the Municipality had to contend with the following cases affecting 
its employees: 

1 case of financial misconduct 
1 case of gross dishonesty 
1 case of theft 

1 case of dereliction of duties 
1 case of negligence 


Skills Development and training 

The following table indicates various programmes as well as budget 
commitments undertaken by the Municipality to address the skills of its 
employees as well as the general communities. 


Training spent 


PROJECTS 

BUDGET ALLOCATED 

REVIEWED BUDGET 

External bursaries 

Rim 

R1 .080.000 

Staff bursaries 

R250 000 1 00 

R250 000 

WSP Implementation 

R800I 00 

R700 000 

Experiential learning 

R200I 00 

R180 000 

Learnership, RPL, ABET & 
Internship 

Funded 



External Bursaries Bursary Holders per municipality 
Ephraim Mogale Municipality 

1 Student Studying Bio-med 
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Greater Tubatse Municipality 

4 Students Studying LLB (2) and B Comm Accounting (2) 


Fetakgomo Municipality 

1 Students Studying Electrical Engineering and Agriculture 


Makhuduthamaga Municipality 

5 Students studying Accounting, Mining Engineering, Diploma in Accountancy, 
Financial Management and LLB 


Elias Motsoaledi Municipality 

5 Students Studying Civil Engineering (2) B Comm Accounting (2) and BSc 
Genetics 


Staff Bursaries 

10 employees are offered bursaries in different fields of study. 

WSP Implementation 

11 training interventions are conducted. They are: 

• Computer with speech training 

• OHS 

• Municipal Public Accounts 

• EPWP workshop:2 

• Labour law conference 

• Batho Pele workshop: 

• CPMD 

• ELMDP 

• NCMP 

• LGAC 

• Artisan development 


Experiential learning 


11 learners are offered experiential learning 
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Learnerships 

119 unemployed learners are offered learnerships 

A Water waste treatment for 50 learners 

A Water waste reticulation for 35 learners 
A Community health and hygiene for 34 learners 

Internships 

A 10 Interns on different study fields 
A 10 Interns on water related studies 

• 3 interns on finance 

Artisan Development for unemployed 

A Electrical Engineering for 6 learners 
A Mechanical Engineering 6 learners 

RPL, ABET 

• 12 on RPL 

• 17 ABET 

• Coaching 


Managing the workforce expenditure 


Employee Expenditure 


PROJECTS 

BUDGET ALLOCATED 

REVIEWED BUDGET 

External bursaries 

Rim 

R1 .080.000 

Staff bursaries 

R250 000 1 00 

R250 000 

WSP Implementation 

R800I 00 

R700 000 

Experiential learning 

R200I 00 

R180 000 

Learnership, RPL, ABET 
& Internship 

Funded 
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CHAPTER FIVE: FINANCIAL PERFORMANCE 

Statement of financial performance 

We have assessed the operating results for three financial years ended 30 June 
201 2. The municipality has been operating on a surplus for the previous three years 
as follows: 

2012 I R 158, 323, 976 

201 1 I R 220, 253, 381 
2010 I R 103 604 620 

The net assets for the municipality in 201 1/2012 financial year stand at R3, 275, 902, 
372 

Asset Management 

The municipality is currently facing challenges relating to asset management as the 
asset register of is not GRAP compliant. The municipality has advertised a tender to 
procure the services of a provider to assist with this challenge. 

Financial Ratios based on key performance indicators 
Current ratio = Current assets: Current liabilities 

The current financial ratio for 201 1/2012 is at 0.7:1 

The ratio shows an adverse situation as the municipalitys current assets cannot fund 
its current liabilities. We are convinced that the adverse ratio will not affect the going 
concern assumption as 56% of the current liabilities are made of amount payable to 
local municipalities within the district for water service transactions as a result of 
transferred water assets. 

Net asset position = Assets: Liabilities 

201 2 Fin Year 201 1 Fin Year 

8.74% 14.32% 

Even though the net asset position has reduced as compared to the previous year, 
the ratio exceeds the standard acceptable rate of 5% and this means that the 
municipality is in the position to pay off its liabilities from normal assets. 
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The municipality does not have adverse key financial ratios that cast a doubt on the 
going concern assumption. 

Spending Against Capital Budget 
Capital Expenditure 

The municipality has spent an amount of R 295 043 010 for capital expenditure 
during the 2011 /1 2 financial year. The amount includes both the procurement of 
movable and immovable assets. 

Sources of finance 

As previously mentioned that the municipality is grant dependent, the capital 
expenditure was funded through grants such as MIG,RBIG,ACIP,DWA, RTSIG and 
EPWP. 

Capital spending of 5 largest projects 

During 2011/2012 financial year the municipality expended capital expenditure on 
the following five largest projects: 

• De Hoop Dam Water Treatment works 

• Mooihoek Phase 3 Pipeline 3A 

• Caronitites to Zaaiplaas pump station and wellfield 

• Moutse-Rathoke VIP Sanitation 

• Sterkfontein Luckau Phase 6 

Cash flow management and Investment 
Cash flow 

The operating cash flows of the municipality for two financial periods ending 30 June 2012 
and 2011, showed a net positive cash flow of R 19 412 989 and R218 276 458 years 
respectively. 

There are no negative operating cash flows indicated by historical and prospective financial 
information. 

Investment 

An amount of R100 015 236.00 was invested in short term investment at year end 
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Supply Chain Management 

Procurement of goods and services done during the year were in compliance with supply 
chain management policy and regulations. 

GRAP Compliance 

Grap Compliance 

The annual financial statements( APS) have been prepared according to GRAP standards 
as required by the Municipal Finance Management Act. 

CHAPTER SIX: AUDITOR GENERAL FINDINGS AND OPINION 
Auditor General Audit Findings 
Auditor Report 2010/2011 

During 2010/2011 financial year, Sekhukhune District Municipality obtained a Disclaimer 
Audit Opinion. The bulk of the issues that needed to be addressed related to supply chain 
management issues and immovable assets especially water assets. 

Auditor General Report 2011/2012 


The outcome of the audit process for 201 1/2012 financial year from the Auditor General is a 
Disclaimer Opinion. The Municipality has to address a number of pending issues during 
2012/2013 and beyond in order to move towards a clean audit. 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I was engaged to audit the financial statements of the Sekhukhune District 
Municipality, which comprise the statement of financial position as at 30 June 
2012, the statements of financial performance, changes in net assets and cash 
flows for the year then ended, and a summary of significant accounting policies 
and other explanatory information, and the accounting authority® report, as set 
out on pages XXX to XXX. 
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Accounting Officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), 
Division of Revenue Act, 201 1 (Act No. 6 of 201 1 ) (DoRA) and for such internal control as 
the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-General's responsibility 

3. My responsibility is to express an opinion on the financial statements based on 
conducting the audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the General Notice issued in terms thereof and International 
Standards on Auditing. Because of the matters described in the Basis for disclaimer of 
opinion paragraphs, I was unable to obtain sufficient appropriate audit evidence to 
provide a basis for an audit opinion. 

Basis for disclaimer of opinion 
Commitments 

4. Included in commitments of R416 755 179 as disclosed in note 33 to the financial 
statements is R24 110 654 for which no supporting documentation could be provided. 
The municipality® records did not permit the application of alternative audit procedures. 
Consequently, I was unable to determine whether any adjustments to commitments were 
necessary. 

General expenditure 

5. Included in general expenditure of R167 012 250 as disclosed in note 22 to the financial 
statements, are payments amounting to R5 349 013 accounted for in the current 
financial year that related to the 2010-11 financial year. Consequently general 
expenditure is overstated by R5 349 013 and surplus for the period is understated by the 
same amount. 
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6. I was unable to obtain sufficient appropriate audit evidence for the restatement in the 
corresponding figure of general expenditure. As described in note 22 to the financial 
statements, the restatement of R22 252 342 was made in order to rectify a prior year 
misstatement. I was unable to confirm the restatement by alternative means. 
Consequently, I was unable to determine whether any adjustments to the general 
expenditure corresponding figure were necessary. 

Property, plant and equipment 

7. Included in property, plant and equipment of R3 418 051 670 as disclosed in note 3 to 
the financial statements, is an amount of R3 007 852 236 relating to opening balances 
for which no supporting documentation could be provided. The municipality® records did 
not permit the application of alternative audit procedures. Consequently, I was unable to 
determine whether any adjustments to the property, plant and equipment in the financial 
statements were necessary. 

8. The municipality could not provide sufficient appropriate audit evidence to support work 
in progress of R9 878 412 (2011: R1 458 871). Consequently I did not obtain sufficient 
appropriate audit evidence to satisfy myself as to the valuation, existence and 
classification of projects in progress of R9 878 412 (201 1 : R1 458 871). 

9. The municipality did not unbundle the infrastructure assets stated at R15 257 307 in 
accordance with SA Standards of GRAP 17, Property, plant and equipment. 
Consequently, I was unable to determine whether any adjustments to the property, plant 
and equipment in the financial statements were necessary. 

10. The municipality did not review the residual values and useful lives of property, plant and 
equipment at each reporting date in accordance with SA Standards of GRAP 17, 
Property, plant and equipment. The municipality® records did not permit the application 
of alternative audit procedures. Consequently, the impact on the carrying value of 
property, plant and equipment and the corresponding effect on accumulated surplus in 
terms of SA Standards of GRAP 3, Accounting policies, changes in accounting estimates 
and errors as disclosed in the statement of financial position could not be determined. 

1 1 . Roads and storm water assets of R836 580 893, as disclosed in note 3 to the financial 
statements, does not agree to the balance of R1 300 190 473 per the fixed asset 
register. The municipality did not reconcile the difference of R463 609 580 between the 
financial statements and the underlying records. Consequently, depreciation is 
understated and the surplus for the year is overstated by R463 609 580. 
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12. SA Standards of GRAP 17, Property, plant and equipment requires that subsequent to 
initial recognition at cost, an item of property, plant and equipment should be carried at 
cost less accumulated depreciation less accumulated impairment losses. The 
municipality did not calculate or consider impairment losses on its infrastructure assets. 
Consequently, I was unable to determine whether any adjustments to the property, plant 
and equipment in the financial statements were necessary. 

Depreciation 

13. Depreciation stated at R62 269 407, as disclosed in note 28 to the financial statements, 
does not agree to the balance of R68 792 882 per the fixed asset register. The 
municipality did not reconcile the difference of R6 523 475 between the financial 
statements and the underlying records. Consequently, depreciation is understated and 
the surplus for the year is overstated by R6 523 475. 

Trade payables 

14. The municipality could not provide sufficient appropriate audit evidence to substantiate 
trade payables amounting to R81 876 358 and as disclosed in note 17 to the financial 
statement. There was no system of control to reconcile the supplier statements with the 
payments made. The municipality® records did not permit the application of alternative 
audit procedures regarding the trade payables account. Consequently, I was unable to 
determine whether any adjustments to the trade payables in the financial statements 
were necessary. 

Irregular expenditure 

15. No system was in place for the identification and recognition of irregular expenditure and 
there were no satisfactory alternative audit procedures that I could perform to obtain 
reasonable assurance that all irregular expenditure was properly recorded. Payments 
amounting to R82 743 432 were made in contravention of the supply chain management 
regulations. The amount was not included in irregular expenditure, disclosed in note 40 
to the financial statements. Furthermore, the municipality could not provide sufficient 
appropriate audit evidence to prove that the allocation of contracts amounting to 
R26 220 687 were awarded in accordance with supply chain management regulations. 
Consequently, I was unable to obtain sufficient appropriate audit evidence to satisfy 
myself as to the completeness of irregular expenditure as disclosed in note 40 to the 
financial statements amounting to R63 144 022 (2012) and R215 878 250 (201 1). 
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Value Added Tax (VAT) 

16. The municipality entered into an agency agreement with its local municipalities for the 
provision of water services. As the principal, the municipality has not accounted for VAT 
on the water transactions in contravention with the VAT act. The municipality did not 
account for input tax on the agency fees for the services rendered in contravention with 
VAT act. 

17. Furthermore no supporting documentation could be provided for VAT accruals of 
R15 126 700. The municipality® records did not permit the application of alternative 
procedures regarding the VAT disclosed in the financial statements. Consequently, I was 
unable to determine the correct amount of the VAT receivable balance of R32 083 617 
(2012) and R105 094 421 (2011) as disclosed in note 10 to the financial statements. 

Presentation and disclosure of financial statements 

18. SA Standards of GRAP 1, Presentation of financial statements, paragraph 19 (b) and (c) 
requires that financial statements should provide information, including accounting 
policies, presented in a manner which is relevant, reliable, comparable and 
understandable. In addition, additional disclosures should be made when compliance 
with the specific requirements in SA Standards of GRAP are insufficient to enable users 
to understand the impact of particular transactions, other events and conditions on the 
entity® financial position and financial performance. The following non compliances were 
identified: 

• Budget information as required by SA Standards of GRAP 1 has been disclosed in 

Appendix El to the financial statements, no reference has been made of this in a 
note to the financial statements as required by SA Standards of GRAP. 

• Councillors remuneration has not been disclosed in terms of section 124(1)(a) and 

(b) of the MFMA. 

• Financial risk management as required by IAS 32, Financial instruments: Disclosure 

and presentation was not disclosed in the annual financial statements. 

Distribution losses 

19. Section 125 (2)(d)(i) of the MFMA requires that the notes to the annual financial 
statements of a municipality must disclose the particulars of any material losses. 
Contrary to these requirements, the municipality did not disclose the water distribution 
losses as required by the MFMA. 
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Disclaimer of opinion 

20. Because of the significance of the matters described in the Basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit evidence 
to provide a basis for an audit opinion. Accordingly, I do not express an opinion on the 
financial statements. 

Emphasis of matters 

21 . I draw attention to the matters below. My opinion is not modified in respect of these 
matters 

Restatement of corresponding figures 

22. As disclosed in note 36 to the financial statements, the corresponding figures for 
30 June 2011 have been restated as a result of an error discovered during 2012 in the 
financial statements of the Sekhukhune District Municipality at, and for the year ended, 
30 June 2011. 

Material impairments 

23. As disclosed in note 26 to the financial statements, material impairments to the amount 
of R1 1 632 340 were incurred as a result of impairment of irrecoverable trade debtors. 

Additional matter 

24. I draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedules 

25. The supplementary information set out on pages X to X does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

Planned targets not achieved 

26. Of the total number of planned targets, 170 targets were not achieved during the year 
under review. This represents 79% of total planned targets that were not achieved during 
the year under review. This was mainly due to the fact that targets were planned for 
during the strategic planning process before the required funds were secured. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

27. In accordance with the PAA and the General Notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

28. 1 performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages XX to XX of the annual 
report. 

29. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance with the National 
Treasury annual reporting principles and whether the reported performance is consistent 
with the planned development priorities. The usefulness of information further relates to 
whether indicators and targets are measurable (i.e. well defined, verifiable, specific, 
measurable and time bound) and relevant as required by the National Treasury 
Framework for managing programme performance information (FMPPI). 

The reliability of the information in respect of the selected development priorities is 
assessed to determine whether it adequately reflects the facts (i.e. whether it is valid, 
accurate and complete). 

30. The material findings are as follows 

Usefulness of information 

Presentation 

Measures taken to improve performance not disclosed 

31. Improvement measures in the annual performance report for a total of 100% of the 
planned targets not achieved were not disclosed as required by section 46 of the 
Municipal Systems Act (MSA). These targets related to the development priorities on 
access to basic services and infrastructure development, community development and 
social cohesion, and economic growth, development and job creation, effective, 
accountable and clean government, active community participation and 
intergovernmental co-operation, and the spatial development and sustainable land use. 
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This was due to inadequate monitoring done to identify the root causes of the under- 
performance. 

Consistency 

Reported objectives, indicators and targets not consistent with pianned objectives, 

indicators and targets 

32. The MSA, section 41(c) requires that the actual achievements against all planned 
indicators and targets must be reported annually. The annual performance report 
submitted for audit purposes did not include the actual performance of 100% of the 
reported objectives, 43% of the related performance indicators and 40% of the related 
performance targets specified in the integrated development plan for the year under 
review. This was due to lack of or limited information systems recording and 
documenting of actual achievements against targets. This is the result of management 
not having properly reviewed the reported objectives, indicators and targets to ensure 
that they are consistent with the integrated development plan. 

Measurability 

Performance indicators are not weii defined 

33. The National Treasury® FMPPI requires that performance indicators should 
have clear and unambiguous data definitions so that data can be collected consistently 
and is easy to understand and use. A total of 61% of performance indicators for the 
development priorities on access to basic services and infrastructure development, 
community development and social cohesion, and economic growth, development and 
job creation were not well defined in that clear, unambiguous data definitions were not 
available to allow for data to be collected consistently. This was due to the fact that 
management was aware of the requirements of the FMPPI but did not receive the 
necessary training to enable application of the principles. 
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Reliability of information 

Reported performance not valid 

34. The National Treasury® FMPPI requires that processes and systems which 
produce the indicator should be verifiable. A total of 60% of the actual reported 
performance relevant to the selected objectives on access to basic services and 
infrastructure development, community development and social cohesion, and economic 
growth, development and job creation were not valid or differed materially when 
compared to the source information and/or evidence provided. This was due to a lack of 
standard operating procedures for the recording of actual achievements and proper 
monitoring of performance. 

Reported performance not accurate 

35. The FMPPI requires that the indicator be accurate enough for its intended use 
and respond to changes in the level of performance. A total of 60% of the actual reported 
performance relevant to the selected objectives on access to basic services and 
infrastructure development, community development and social cohesion, and economic 
growth, development and job creation were not accurate when compared to source 
information. This was due to a lack of standard operating procedures for the recording of 
actual achievements and proper monitoring of performance. 

Compliance with laws and regulations 

36. 1 performed procedures to obtain evidence that the entity has complied with applicable 
laws and regulations regarding financial matters, financial management and other related 
matters. My findings on material non-compliance with specific matters in key applicable 
laws and regulations as set out in the General Notice issued in terms of the PAA are as 
follows: 

Strategic planning and performance management 

37. The parent municipality with sole control of a municipal entity did not ensure that annual 
performance objectives and indicators for the municipal entity are established by 
agreement with the municipal entity as required by section 93B(a) of the MSA. 
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38. The municipality did not 

• set appropriate key performance indicators as a yardstick for measuring 
performance, including outcomes and impact, with regard to the municipality® 
development priorities and objectives set out in its integrated development plan, 

• set measurable performance targets with regard to each development 
priority/objective and monitor performance, with regard to each of those development 
priorities and objectives and against the key performance indicators and targets set 

• measure and review performance at least once per year, with regard to each of those 
development priorities and objectives and against the key performance indicators and 
targets set 

• take steps to improve performance with regard to those development priorities and 
objectives where performance targets are not met as required by section 41 of the 
MSA. 


Annual financial statements, performance and annual report 

39. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. 

40. Material misstatements of non-current assets, current assets, liabilities, revenue, 
expenditure, and disclosure items identified by the auditors in the submitted financial 
statements were subsequently corrected and the supporting records were provided 
subsequently, but the uncorrected material misstatements and supporting records that 
could not be provided resulted in the financial statements receiving a disclaimer audit 
opinion. 

41 . The accounting officer did not submit the financial statements for auditing within two 
months after the end of the financial year, as required by section 126(1)(a) of the MFMA. 

42. The annual performance report for the year under review does not include a comparison 
of the performance with set targets and a comparison with the previous financial year 
measures taken to improve performance, as required by section 46 (1)(a), (b)and (c) of 
the MSA. 
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Procurement and contract management 

43. Sufficient appropriate audit evidence could not be obtained that goods and services with 
a transaction value of below R200 000 were procured by means of obtaining the 
required price quotations, as required by Supply Chain Management (SCM) regulation 
17(a) and (c) 

44. Invitations for competitive bidding were not always advertised for a required minimum 
period of 14 days, as required by SCM regulation 22(1) and 22(2). 

45. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by 
bid evaluation committees which were composed of officials from the departments 
requiring the goods or services and at least one SCM practitioner of the municipality as 
required by SCM regulation 28(2). 

46. Sufficient appropriate audit evidence could not be obtained that contracts and quotations 
were awarded to bidders based on points given for criteria that were stipulated in the 
original invitation for bidding and quotations, as required by SCM regulations 21(b) and 
28(1 )(a) and Preferential Procurement Regulations. 

47. Construction projects were not always registered with the Construction Industry 
Development Board (CIDB), as required by section 22 of the CIDB Act and CIDB 
regulation 18. 

48. Contracts were awarded to bidders who did not submit a declaration on whether they are 
employed by the state or connected to any person employed by the state, as required by 
SCM regulation 13(c). 

49. Awards were made to providers who are persons in service of other state institutions, in 
contravention of SCM regulation 44. Similar awards were identified in the prior year and 
no effective steps were taken to prevent or combat the abuse of the SCM process in 
accordance with SCM regulation 38(1). 

Expenditure management 

50. Sufficient appropriate audit evidence could not be obtained that money owing by the 
municipality had always been paid within 30 days of receiving an invoice or statement, 
as required by section 65(2)(e) of the MFMA. 

51 . The accounting officer did not take effective steps to prevent unauthorised expenditure, 
irregular expenditure and fruitless and wasteful expenditure, as required by section 
62(1)(d)of the MFMA 
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52. An adequate management, accounting and information system was not in place which 
recognised expenditure when it was incurred, accounted for creditors and accounted for 
payments made, as required by section 65(2)(b) of the MFMA. 

Asset management 

53. An adequate management, accounting and information system which accounts for 
assets was not in place, as required by section 63(2)(a) of the MFMA. 

54. An effective system of internal control for assets was not in place, as required by section 
63(2)(c) of the MFMA. 

Liability management 

55. An effective system of internal control for liabilities (including a liability register) was not 
in place, as required by section 63(2)(c) of the MFMA. 


INTERNAL CONTROL 

56. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant deficiencies 
that resulted in findings on the annual performance report and the findings on 
compliance with laws and regulations included in this report. . 

Leadership 

• The accounting officer did not exercise oversight responsibility over compliance with 
laws and regulations and reporting on predetermined objectives and the enforcement 
of supply chain management regulations. 

• The accounting officer did not establish an IT governance framework that supports 
and enables service delivery. 

• Management did not implement effective HR management to ensure that adequate 
and sufficiently skilled resources are in place and that performance is monitored. 

Financial and performance management 

• The accounting officer did not implement proper record keeping in a timely manner to 

ensure that complete, relevant and accurate information is accessible and available 
to support financial and performance reporting. 
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• The accounting officer did not implement adequate controls over daily and monthly 

processing and reconciling of transactions. 

• The accounting officer did not prepare regular, accurate and complete financial 

reports that are supported and evidenced by reliable information. 

• Management did not design and implement formal controls over IT systems to 

ensure the reliability of the systems and the availability, accuracy and protection of 
information. 

• Standard operating procedures for performance information are not comprehensively 

documented. 

Governance 

• Management ineffectiveness in implementing recommendations from internal and 

external audit did not enable the audit committee to promote accountability and 
service delivery through evaluating and monitoring responses to risks and providing 
oversight over the effectiveness of the internal control environment, including 
financial and performance reporting and compliance with laws and regulations. 

OTHER REPORTS 
Investigations 

57. An investigation is being conducted to probe possible supply chain management 
irregularities. The investigation aims to establish whether the supply chain management 
process has been implemented in terms of the prescribed supply chain management 
process. The investigation was still ongoing at the reporting date. 

Conclusions 

The annual report for 201 1/2012 is hereby presented to give an account of the activities that 
happened during the 2011/2012 financial year. Annexed to the report is the performance 
information for 2011/2012, report from the Audit Committee regarding evaluation of 
performance information for 2011/2012, Audited Annual Financial statements for 201 1/2012 
and Report from the Auditor General for 201 1 /201 2. 
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Glossary 


Integrated Development Plan (IDP): A five year strategic plan undertaken by a 
municipality outlining the key projects and programmes to be implemented by the 
Council which is prepared in accordance with the Local Government Municipal 
Systems Act, 2000 (Act 32 of 2000). The IDP can be reviewed annually in 
accordance with a prescribed process. 

Annual Report: report that is compiled by the municipality indicating overall 
performance of the organisation in all key areas of service delivery and institutional 
performance, the report is compiled in terms of Local Government Municipal Finance 
Management Act, 2003 and submitted in the beginning of the third quarter of the 
municipal financial year to Council and other legally established structures for review 
and consideration 

Governance: refers to establishment and implementation of systems, processes 
and procedures to ensure that the municipality and/or organisation complies with the 
laws, protocols, codes, standards for the purposes of managing risk and internal 
controls which applies here in South Africa and internationally 

Supply Chain Management, known and recorded systems and procedures for 
procurement of goods and services that are being followed by the municipality in line 
with the Preferential Procurement Framework Act 

Risk Assessment; overall process of risk identification, risk quantification and risk 
evaluation in order to identify potential opportunities and minimise loss 

Risk management; the identification and evaluation of actual and potential risk 
areas as they pertain to the organisation as a total entity, followed by a process of 
either avoidance, termination and transfer, tolerance, exploitation, or mitigation of 
each risk, or a response that is a combination or integration 

Annual Financial Statement; the statement that reflects the financial position of the 
municipality regarding the revenue and expenditures, the statement also shows 
whether the municipality will be able to operate in the next twelve months based on 
its assets and liabilities using a formula on financial ratio to determine health 
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AnnexureA: Performance Information 2011/2012 financial year 

Annexure B: Audited Annual Financial Statement 2011/2012 

Annexure C: Audit Committee Report on the 2011/2012 Performance 
Information 

Annexure D: Auditor General Report 2011/2012 (inside text) Chapter 6 


Annual Report 2011-2012 Sekhukhune District Municipality 


Page 75 



